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Application of Exemption fron 
Cl;mnge of Owmrshl? 

Dear --- _. 

In your lettw of Juiy 13, 1934, you asked t3atwe 
confirm your undarat;t?Uac~ t&at the tramfer of real property 
in connection with t$e corporatie reorganization described 
below would no+ f2orititw2 d change in ownership rzndar ia 
CaXffomfa A&izxis~ative Co&, Ssction 462(j)(2)(n). 

The land in quebtion is Fresently owned by a corpo- 
ration icbntifisd as 'X Corp." All outstandbag shares of 
X Corp. are held by two individuals refmxad to herein as "A" 
and A33R. A and B each O'R~ 53 percent of the outstanciing 
shares of X Corp. x Corp. pG~ns to transfer real property to 
a new corgosatfon to be form& which is referred to herein 
as 9 Corp.* upon the tranerfer; Y Corp. will issue all of 
its outstandtiq shares to X Corg. which vi11 idiately 
distribute 50 yercent of 6uca shares to A and 50 percmt of 
sus21 shares to 8. As a rastit, title to the~land previously 
vestid in X ‘Corp. {which is owned SO-SO by A and h) will be 
vested i.nYCoq~ (which is &so owzuid. 53-50 by A and B). 
The ruorganizationmwill be exarqt from federal incom tax 
under Interaal revenue Code Sections 355 and 368(a) (1) (D). 

18 California Abhistratlve Code, Soctfon 462(j) (2) 
(B) excludes from the ckmnc;ii3 in omership provish-mr 

Y!raasfers of raal property between oregarate : 
legal efititiss or by an "individual(s) to a 
legal entity (or vice versa), which resulf 
solely iri a &ange in the .mt.hod. o;f h&dinlJ. ~ 
title and in which tile proportional owmrahkg 
interests in t&3 property remain the 663xie 
aft@.r tie transfar.' 



_ _ , _ _ __ ,... . 

P. 

Tothel 
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salm effect ara ?immIwe ancl Taxation- code Section 62(a)(2) 
CaAifornia. Adainiskrativ~ Code Sectioa 462(q)(5). 

The- firstdxampt~ of. the.Oporatioti of the aSove 
nrlr? describes a trmsfar frOm A and B a5z quzl 

cotamata to X Corp. whereby A axid B each take back 50 pcrceat 
of the smck. The only differonce between ,$imt exmple md 
the trnaeicctioa prqxxed 'aere ia that t&m pro_pOsod transaction 
bea n0t ev3n tosult in a c&tnge fn.tW.mkkhod of holding 
title.. Tit& would contkxue to be held in corporate forriir 

. . I .-. ~-~~:~--------a+kur t2mtmrxsfer as it was 'before the traxmfer. Accordinsly, 
we Bach?@ thiLt UAikr the provisions quo-d aAd cited a&We; -- 
W promti trrraafer.wouLd AOt constitute. a.change in owner- 
-l?* In.reachirig this conclusiOn,.we recognize that ~&en 
tb3 tiansmzt&sn Is a;naLyaed strs? by s-p, tho.distribution of 
Y Corp. atock to A and I3 appeua to be a &an* kr ownership 
U&X &emus and Taxation.. Coda SsctfoA 64(d)', As hiiCZ%ted 
above, howwmr, since the progmrtianal oornership intxests of 
AandBinthe real _property trazx3forreducmld rfxaain t3a same 
after the traneactioa, we beliirvo that the Legislature iatended 
to oxciude such transactions unde Revenue and Taxation Code 
Section 62 (a)(2)' and t&c& i&a related proviaioris of 18 
Calffoxnia &binistrative Code, Section 462, apply. 

me viewa~expresse~ ia this letter are, of COuTS8l 
Otiy adviSOr-- in Ai3tXl?Z@. Theyarsnat binding upon the 
eiss*aor of my cxxmty. You may wfsh TV ecmsult tba?crogriate 
assessor(s) fn.or&r to confirm tbt the described ?roparty 
will Lo dsses8ed in a manner c0nsistent witi the conclusions 
Sta~ds&0w3. 

very tmly yours, 

Eric P. Eisealawr 
TaxCounsel 


